AMENDED IN SENATE APRIL 25, 2000

SENATE BILL No. 2103

Introduced by Senator Morrow

February 25, 2000

An act to add—Seetions—14163-1—-and—14178ertion 14161.1
to the Welfare and Institutions Code, relating to Medi-Cal.

LEGISLATIVE COUNSEL'S DIGEST

SB 2103, as amended, Morrow. Medi-Cal: fiscal and
accounting procedures.

Existing law requires carriers and providers of Medi-Cal
benefits to be required to utilize uniform accounting and cost
reporting systems as developed and adopted by the
department. Existing law further requires carriers and
providers of Medi-Cal benefits to provide cost information to
the State Department of Health Services as is necessary in
order to conduct studies to determine payment for Medi-Cal
services. Existing law provides that amounts paid for services
provided to Medi-Cal beneficiaries shall be audited by the
department in a specified manner.

This bill would require the department to convene a
workgroup to review specified cost reporting and auditing
provisions as well as the qualifications and training
requirements for cost report preparers and auditoiche bill
would require the workgroup to include representatives of
the department, the Office of Statewide Health Planning and
Development, and other specified groups. The bill would
require the workgroup to submit its findings and
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recommendations to the Legislature on or before January 1,

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTION 1. The Legislature finds and declares all of
the following:

(a) California’'s current cost reporting and audit
process for long-term health care facilities is nearly 30
years old.

(b) In the last 30 years, patient demographics in
long-term care have changed considerably, significant
advancements have been made in the level of care
provided in a long-term care setting, and dramatic
10 changes have occurred in information technology and
11 cost accounting practices.

12 (c) It is the intent of the Legislature that cost reports

13 filed by long-term care health facilities be complete,

14 consistent, and as accurate as possible, and that the
15 current cost reporting and audit process be reviewed and
16 updated to ensure consistency with  contemporary
17 professional accounting standards.

18 SEC. 2. Section 14161.1 is added to the Welfare and
19 Institutions Code, to read:

20 14161.1. (a) (1) Effective January 1, 2001, the State
21 Department of Health Services and the Office of

22 Statewide Health Planning and Development shall

23 convene a joint workgroup to review the cost reporting

24 process identified in Section 14161, the audit process
25 identified in Section 14170, and other applicable cost

26 reporting and auditing provisions.
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—3— SB 2103

(2) The workgroup shall include representatives from
the department, the office, long-term health care
providers, employees, residents, and other
knowledgeable groups.

(b) The workgroup shall review the procedural
reporting, cost finding, and audit validation structure,
including, but not limited to, the following:

(1) The methods used in preparing facility cost data
reported in the integrated long-term care disclosure and
Medi-Cal cost report required by Section 128730 of the
Health and Safety Code, the methods used by the
department in auditing cost reports and the methods
used by the department to establish Medi-Cal rates. An
agency independent from the State Department of
Health Services may be used in accordance with this
paragraph.

(2) The advancements and changes made in the last 30
years in information technology, cost accounting
practice, and in the level of care provided in today’s
long-term care industry, as well as changes in long-term
care patient demographics.

(3) Medicare reimbursement principles utilized by
the department to determine reasonable allowable costs
as specified in Part 413 of Title 42 of the Code of Federal
Regulations, including audit validation guidelines and
other related procedures.

(c) The workgroup shall make recommendations on
improving the procedural reporting, cost finding, and
audit validation structure, including, but not limited to,
the following:

(1) Updating the current processes to account for the
factors identified in_____ | and to meet contemporary
professional accounting standards.

(2) Continued application of the specific principles
identified in :

(3) Potential new screening procedures to edit and
audit submitted data for data errors prior to acceptance.

(4) Technology available to eliminate the risk of
human error and streamline the cost reporting and audit
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process, including recommending deadlines for
implementation.

(5) Continued use of  existing practices, and
identification of new practices, forms, technology, or data
reporting tools that should be added to improve the cost
reporting and audit process.

(6) Specific information requirements of long-term
care policymakers and methods of presenting cost
reporting and audit information in a user friendly format.

(7) Medi-Cal rate setting procedures for long-term
care facilities.

(d) The  workgroup  shall review the  current
gualifications and training  requirements, including
continuing  education  requirements, for  cost-report
preparers who report long-term care financial, cost, and
operational information required under Section 14161
and auditors with responsibility for performing long-term
care cost report audits required under Section 14170. The
workgroup may consider developing a certification
process for cost reporters and auditors described in this
subdivision.

(e) The workgroup shall submit its findings and
recommendations of the workgroup to the Legislature on
or before January 1, 2002.

SEC—3—Section—14170.9is—added—to—the—Welare and
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